
ADVANCE SYNERGY BERHAD

(Company No: 1225-D)

COMPANY ANNOUNCEMENT

INTERIM FINANCIAL REPORT FOR THE THREE MONTHS ENDED 31 DECEMBER 2002

The Board of Directors of Advance Synergy Berhad wishes to announce the unaudited financial results of the Group for the three months ended 31 December 2002.

This interim report is prepared in accordance with MASB 26 “Interim Financial Reporting” and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirements, and should be read in conjunction with the Group’s financial statements for the year ended 31 December 2001.

CONDENSED CONSOLIDATED INCOME STATEMENTS







3 months ended


Year ended

31.12.2002
31.12.2001
31.12.2002
31.12.2001


RM’000
RM’000
RM’000
RM’000










Revenue
66,350

46,644

204,360

199,530










Cost of sales
(32,089)

(29,701)

(106,518)

(121,453)










Gross profit  
34,261

16,943

97,842

78,077










Other operating income 
19,178

3,190

24,602

21,595

 








Operating expenses
(49,423)

(14,276)

(98,220)

(62,231)










Loss on disposal of subsidiary company
-

-

-

(26,170)










Impairment loss 
(50,224)

-

(50,224)

-



















Profit/(Loss) from operations
(46,208)

5,857

(26,000)

11,271










Finance cost
(8,730)

(8,266)

(31,367)

(32,313)










Share of results of associated companies 
(345)

2,548

8,010

7,157

  








Profit/(Loss) before taxation 
(55,283)

139

(49,357)

(13,885)










Taxation
(2,391)

(2,236)

(10,140)

(8,977)










Loss after taxation 
(57,674)

(2,097)

(59,497)

(22,862)










Minority interests
(2,248)

(1,334)

(8,307)

(5,675)










Net Loss for the period
(59,922)

(3,431)

(67,804)

(28,537)

  








Loss per stock unit

















(i) Basic (based on 337,793,619 stock units)
(17.74) sen

(1.02) sen

(20.07) sen

(8.45) sen










(ii) Fully diluted  
N/A

N/A

N/A

N/A









CONDENSED CONSOLIDATED BALANCE SHEET


AS AT

31.12.2002

AS AT

31.12.2001


RM’000

RM’000

PROPERTY, PLANT AND EQUIPMENT
370,283

333,886






INVESTMENT IN ASSOCIATED COMPANIES
90,230

84,795






LAND HELD FOR DEVELOPMENT
13,774

13,774






INVESTMENT SECURITIES
51,249

53,391






GOODWILL ON CONSOLIDATION
119,471

91,027






PURCHASED GOODWILL
1,298

1,257






INTANGIBLE ASSETS
499

998






CURRENT ASSETS




Development properties and expenditure  
42,858

54,487

Inventories
27,001

14,569

Receivables
121,183

142,790

Tax recoverable
8,867

8,611

Dealing securities
4,623

4,758

Deposits with financial institutions
129,301

484,519

Cash and bank balances 
190,175

24,511


524,008

734,245

CURRENT LIABILITIES




Payables
172,315

109,760

Bank overdrafts
957

5,633

Short term borrowings
9,771

19,238

Taxation
8,152

10,000


191,195

144,631






NET CURRENT ASSETS
332,813

589,614







979,617

1,168,742

FINANCED BY









SHARE CAPITAL
337,794

337,794






RESERVES
22,981

87,855






STOCKHOLDERS’ EQUITY
360,775

425,649






MINORITY INTERESTS
207,572

327,548






7% REDEEMABLE LOAN STOCKS 2000/2005 
185,874

185,874






7% CONVERTIBLE LOAN STOCKS 2000/2005 
183,461

183,461






TERM LOANS
39,407

41,648






HIRE PURCHASE AND LEASE CREDITORS
701

3,167






DEFERRED TAXATION
1,627

1,092






PROVISION FOR RETIREMENT BENEFITS
163

264






DEFERRED INCOME
37

39







979,617

1,168,742

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2002 






Exchange




Share
Share
Capital
Revaluation
Fluctuation
Accumulated
Total


Capital
Premium
Reserve
Reserve
Reserve
Losses



RM'000
RM'000
RM'000
RM'000
RM'000
RM'000
RM'000










Balance as at 








31 December 2001
337,794
430,437
(1,792)
50,596
1,571
(392,957)
425,649










Translation loss
-
-
-
-
2,930
-
2,930










Net loss for the 








financial period
-
-
-
-
-
(67,804)
(67,804)










Balance as at 








31 December 2002
337,794
430,437
(1,792)
50,596
4,501
(460,761)
360,775




























CONDENSED CONSOLIDATED CASH FLOW STATEMENT






FOR THE YEAR ENDED 31 DECEMBER 2002















2002

2001


CASH FLOWS FROM OPERATING ACTIVITIES

RM’000

RM’000









Loss before taxation

(49,357)

(13,885)









Adjustments for :-













  Allowance for doubtful debts

11,418

1,019


Accretion of net goodwill/(reserve) on consolidation

712

(451)


  Amortisation of intangible assets

499

499


  Amortisation of purchased goodwill

85

79


  Bad debts written off

219

264


  Bad debts and financing recovered

(209)

(185)


  Depreciation/amortisation

12,995

14,046


Deferred income recognised

(2)

(1)


  Gross dividend income

(3,380)

(1,889)


Impairment loss on investment

50,224

-


  Interest expenses

31,367

32,313


  Interest income

(1,207)

(1,055)


  Net loss on disposal of investments

369

44


Net loss on disposal of subsidiary companies

-

26,170


  Net gain on disposal of property, plant and equipment

(1,592)

(306)


Property, plant and equipment written off

82

133


Provision/(write back) for retirement benefits

(101)

264


Receivables written off

10,500

-


  Share of results of associated companies

(8,010)

(7,157)


Inventories written off

-

634


Unrealised net gain on foreign exchange

-

(8)


Realised net gain on foreign exchange

(1,092)

-


Write back of payables

(14,083)

-


Write back of allowance for doubtful debts

(469)

(5)


Write back of provision for property, plant and equipment

-

(123)


Write back of provision for service charges

-

(211)


Write back of provision for damages

(54)

(120)


Write back of interest expenses

-

(14,549)









Operating profit/(loss) before working capital changes

38,914

35,520









(Increase)/Decrease in development properties and expenditure

11,628

(1,760)


Increase in inventories

(1,928)

(1,588)


(Increase)/Decrease in receivables

26,198

(65,370)


Decrease in dealing securities

135

4,324


Decrease/(Increase) in deposits with financial institutions

116

(694)


Increase in payables

20,198

3,754









Cash (used in)/generated from  operations

95,261

(25,814)









Taxation paid

(11,098)

(6,322)









Net cash (used in)/from operating activities

84,163

(32,136)

































































CONDENSED CONSOLIDATED CASH FLOW STATEMENT






FOR THE YEAR ENDED 31 DECEMBER 2002 (CONTINUED)















2002

2001




RM’000

RM’000
















CASH FLOWS FROM INVESTING ACTIVITIES













Proceeds from disposal of investment securities

2,865

764


Additional investment in subsidiary company

-

(2,990)


Acquisition of a subsidiary company net of cash and cash equivalents 

(66,808)

-


acquired






Net increase in cash and cash equivalents arising from disposal of






  subsidiary companies                                                                     

-

31,113


Increase in land held for development

-

(29)


Capital return of subsidiary company to minority interests

(139,050)

-


Dividend received    

3,790

1,889


Interest received

1,207

1,055


Proceeds from disposal of property, plant and equipment

10,059

457


Purchase of property, plant and equipment 

(32,350)

(8,883)


Additional investment in associated company

(56)

(12,250)


Acquisition of investment in associated company

-

(12,702)


  






Net cash (used in)/from investing activities

(220,343)

(1,576)


   













CASH FLOWS FROM FINANCING ACTIVITIES













Drawdown from term loan

605

8,560


Drawdown from short term borrowings

14,027

11,866


Debt restructuring expenses paid

-

(14)


Interest paid

(19,251)

(17,540)


Repayment of hire-purchase and lease creditors

(12,709)

(2,126)


Repayment of short term borrowings

(21,688)

(18,584)


Repayment of term loans

(8,845)

(3,301)









Net cash used in financing activities

(47,861)

(21,139)









Effect of exchange rate changes

(721)

(221)









NET (DECREASE)/INCREASE IN CASH AND CASH EQUIVALENTS

(184,762)

(55,072)


  






CASH AND CASH EQUIVALENTS AS AT BEGINNING OF 






 FINANCIAL YEAR






 






As previously reported

501,055

556,212


Effect of exchange rate changes

-

(85)









As restated

501,055

556,127









CASH AND CASH EQUIVALENTS AS AT END OF FINANCIAL YEAR

316,293

501,055


 












































































CONDENSED CONSOLIDATED CASH FLOW STATEMENT






FOR THE YEAR ENDED 31 DECEMBER 2002 (CONTINUED)















2002

2001




RM’000

RM’000









ANALYSIS OF CASH AND CASH EQUIVALENTS






   AS AT 31 DECEMBER 2002













Deposits with financial institutions

129,301

484,519


Cash and bank balances

190,175

24,511


Bank overdrafts

(957)

(5,633)











318,519

503,397









Less  :  Deposits pledged to financial institutions 

(2,226)

(2,342)











316,293

501,055












































NOTES TO THE INTERIM FINANCIAL REPORT

1. Basis of preparation 

The interim financial report is prepared in accordance with MASB 26 “Interim Financial Reporting” and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirements, and should be read in conjunction with the Group’s financial statements for the year ended 31 December 2001.

The accounting policies and presentation adopted for the interim financial report are consistent with those adopted in the financial statements for the year ended 31 December 2001.

2. Audit report

The auditors’ report on the financial statements for the year ended 31 December 2001 was not subject to any qualification.

3. Seasonal or cyclical factors 

The operations of the Group for the quarter and financial year ended 31 December 2002 were not materially affected by any seasonal or cyclical factors.

4. Unusual items

The loss before taxation for the quarter and financial year ended 31 December 2002 has been arrived at after charging an impairment loss amounting to RM50,224,000 in respect of the Company’s investment in a quoted subsidiary company.

5. Changes in estimates

There were no changes in estimates of amounts reported in prior quarters of the financial year ended 31 December 2002 or prior financial years that have a material effect in the quarter under review.

6. Debt and equity securities

During the financial year ended 31 December 2002, there were no issuance, cancellation, repurchases, resale and repayment of debt and equity securities.

7. Dividends paid 

There was no payment of any dividend during the financial year ended 31 December 2002.

8. Segmental Reporting

(i) For the financial year ended 31 December 2002 


Investment

Holding
Property

Development 
Hotels and

Resorts
Information and Communications

Technology
Others
Eliminations
Total


RM'000
RM'000
RM'000
RM'000
RM'000
RM'000
RM'000

Revenue








 External 
23,183
58,990
62,096
33,990
26,101

204,360

 Inter-segment 
774
23
-
-
-
(797)
-










Total revenue
23,957
59,013
62,096
33,990
26,101
(797)
204,360










Results








Profit/(Loss) before taxation
(43,961)
6,177
3,456
10,396
6,572
10,217
(7,143)










Impairment loss 
(50,224)
-
-
-
-
-
(50,224)

Share of results of 

  associated companies






8,010










Consolidated loss

  before taxation






(49,357)










(ii) For the financial year ended 31 December 2001 


Investment

Holding
Property

Development 
Hotels and

Resorts
Information and Communications

Technology
Others
Eliminations
Total


RM'000
RM'000
RM'000
RM'000
RM'000
RM'000
RM'000

Revenue








 External 
25,361
50,003
62,717
-
61,449

199,530

 Inter-segment 
9,226
32
-
-
-
(9,258)
-










Total revenue
34,587
50,035
62,717
-
61,449
(9,258)
199,530










Results








Profit/(Loss) before taxation
9,333
3,743
4,697
-
(11,226)
(1,419)
5,128










Loss on disposal of   subsidiary companies
-
-
-
-
(26,170)
-
(26,170)










Share of results of 

  associated companies






7,157










Consolidated loss

  before taxation






(13,885)










9. Property, plant and equipment

The valuations of land and buildings have been brought forward without amendment from the previous annual report.

10. Events subsequent to the balance sheet date

For events subsequent to the balance sheet date, please refer to notes 20(c), 20(d), 20(e) and 20(h).

11. Changes in the composition of the Group

(a) Advance Synergy Capital Berhad (formerly known as United Merchant Group Berhad) ("ASC"), a 50.76% owned subsidiary had on 2 July 2002 announced that it had acquired the entire equity interest comprising two (2) ordinary shares of RM1.00 each fully paid-up at par for cash in each of three (3) shelf companies namely, Triton Feeder Services Sdn Bhd, Triton Terminal Management Sdn Bhd and Triton Excursions Sdn Bhd.

(b) On 8 July 2002, Calmford Incorporated, a wholly owned subsidiary, had incorporated in South Australia a wholly owned subsidiary, Synergy Lifestyle Concepts Pty Ltd, with an issued and paid up capital of AUD10.00 comprising ten (10) ordinary shares of AUD1.00 each.

(c) Nagapura Management Corporation Sdn Bhd ("NMC"), a wholly owned subsidiary, had on 23 July 2002 acquired a further 40% equity interest comprising 800,000 ordinary shares of RM1.00 each in e-go.com Sdn Bhd ("e-go.com") for a cash consideration of RM1.00 resulting in e-go.com being a wholly owned subsidiary of NMC.

(d) Excellent Display Sdn Bhd ("Excellent Display"), a wholly owned subsidiary, had on 26 July 2002 and 29 August 2002 acquired a further 30% equity interest comprising 30 ordinary shares of RM1.00 each in two companies namely Super Leisure Sdn Bhd for cash consideration of RM1.00 and Visage Synergy Sdn Bhd for cash consideration of RM30.00 respectively resulting in both companies being wholly owned by Excellent Display. 

(e) On 15 August 2002, ASC had announced that it had acquired the entire equity interest comprising two (2) ordinary shares of RM1.00 each fully paid-up at par for cash in each of two (2) shelf companies namely, Triton Synergy Holdings Sdn Bhd and Triton Express Holdings Sdn Bhd.

(f) On 29 August 2002, Worldwide Matrix Sdn Bhd, a wholly owned subsidiary, had acquired 70% equity interest in two companies namely Unified Communications Sdn Bhd ("UCSB") and Unified Communications Pte Ltd ("UCPL") (a company incorporated in Singapore) comprising 700,140 ordinary shares of RM1.00 each for a cash consideration of RM54,000,000 and 700,000 ordinary shares of SGD1.00 each for a cash consideration of RM45,000,000 respectively.

The net assets of UCSB and UCPL as at the date of acquisition was RM28.9 million and goodwill arising amounted to RM79.1 million.

The effect of the acquisitions on the interim financial statements are as follows :


RM'000

Increase in the Group's net profit for :


   - 3 months ended 31 December 2002
5,866

   - Year ended 31 December 2002
8,923

Increase in the Group's net assets


   As at 31 December 2002
40,705

Net cash outflow to date on acquisition
66,450




(g)
On 31 December 2002, ASC had returned RM282,349,504 in cash to its shareholders pursuant to the Proposed Return of Capital and implemented the Proposed Bonus Issue of 125,488,668 new ordinary shares of RM1.00 each. The new ordinary shares arising from the bonus issue were listed and quoted on the Kuala Lumpur Stock Exchange (“KLSE”) on 9 January 2003.

Arising from the Proposed Return of Capital and the Proposed Bonus Issue, the Company now holds 79,615,200 ASC shares representing 50.76% equity interest in ASC.

(h)
On 10 January 2003, the Company had announced that it had acquired 100% equity interest in a shelf company, Exclusive Outlook Sdn Bhd, comprising two (2) ordinary shares of RM1.00 each, fully paid up for a total cash consideration of RM2.00. Exclusive Outlook Sdn Bhd had on 5 February 2003 changed its name to Strategic Research & Consultancy Sdn Bhd.

(i)
On  15  January 2003, the Company had announced that the proposed  disposal  of  its entire 49% equity interest comprising 49,000,000 ordinary shares of RM1.00 each in ACE Synergy Insurance Berhad to ASC, a 50.76% owned subsidiary, had been completed on that date.

12. Changes in contingent liabilities

The bank guarantees in favour of third parties were reduced from RM408,000 at 31 December 2001 to RM235,000  as at 31 December 2002.

13. Review of performance

The total revenue generated by the Group for the year ended 31 December 2002 amounted to RM204.36 million compared to RM199.53 million for the preceding year ended 31 December 2001. The increase in revenue for the Year 2002 is partly attributable to Unified Communications Sdn Bhd and Unified Communications Pte Ltd, both of which were acquired in August 2002. In view of the recognition of an impairment loss RM50.22 million, the Group registered a loss before taxation of RM49.36 million for the financial year ended 31 December 2002.

14. Comparison of results with preceding quarter

The Group recorded a loss before taxation of RM55.28 million for the quarter under review as compared to a profit before taxation of RM5.48 million for the preceding quarter ended 30 September 2002. The loss for the quarter under review is attributable mainly to the recognition of an impairment loss amounting to RM50.22 million in respect of the Company's investment in a quoted subsidiary company and an overall decline in contribution from associated companies.

15. Current year prospects

Barring unforeseen circumstances, the Directors are hopeful that the Group will achieve positive results for the year ending 31 December 2003.

16. Profit variance and shortfall in profit guarantee 

Not applicable.

17. Taxation 




3 months
Year




ended
ended




31.12.2002
31.12.2002




RM’000
RM’000

On current period’s results  









- Malaysian income tax




3,692

8,078


- Overseas taxation




(1,261)

167


Transfer from deferred taxation




(92)

(261)


Share of income tax in associated companies 




52

2,156

















2,391

10,140


The effective tax rate of the Group for the financial period under review is higher than the statutory tax rate. This is mainly due to certain expenses which were not deductible for taxation purposes and the non-availability of group relief where tax losses of certain subsidiary companies cannot be set off against the taxable income of other subsidiary companies. 

18. Unquoted investments and properties

There was no sale of unquoted investments and properties for the financial year ended 31 December 2002. 

19. Quoted securities

Details of purchases and sales of quoted securities by the Group are as follows:








3 months

Year



ended

ended



31.12.2002

31.12.2002



RM’000

RM’000








Total purchases
92

2,166








Total disposals
(569)

(2,289)








Total profit on disposals
16

170








Details of investment in quoted securities by the Group as at 31 December 2002 are as follows :





RM’000






- at cost
31,110






- at carrying value
6,607






- at market value
9,048


20. Status of corporate proposals

(a) Advance Synergy Furniture Sdn Bhd (Special Administrators Appointed (“ASF”), is a wholly-owned subsidiary under Special Administration. The proposed restructuring scheme formulated by the Special Administrators of ASF through the Share Subscription Agreement dated 28 February 2001 entered into by ASF with Hotline Furniture Berhad and Pengurusan Danaharta Nasional Berhad which formed the integral part of the proposed restructuring scheme have been aborted by a Notice of Termination dated 9 April 2002 and effective on the same date (as announced by the Company on 11 April 2002). 

On 28 October 2002, the Company had announced that on 25 October 2002, it had been notified by the Special Administrators, that the Modifications to the Proposal of the Special Administrators dated 16 September 2002 (“Modifications to the Proposal”) was approved in accordance with Section 46(4) of the Pengurusan Danaharta Nasional Berhad Act, 1998 at a secured creditors meeting held on 24 October 2002.

The Modifications to the Proposal proposes that the assets of ASF be liquidated and that an Approved Liquidator be appointed whereupon the Special Administrators’ appointment will be terminated.

The termination of the Special Administration took effect from 24 October 2002 with the appointment of the Liquidator, Mr. Saw Eng Guan of Messrs. Saw & Co, Chartered Accountants (M).

(b) On 25 March 1996, the Company had announced that it had accepted the offer from Perbadanan Kemajuan Negeri Kedah to purchase from the Company 52,500,000 ordinary shares of RM1.00 each representing 70% equity interest in Kedah Marble Sdn Bhd for a total cash consideration of RM59,797,500 (“Proposed Sale of Kedah Marble”). The Proposed Sale of Kedah Marble is still pending implementation.

(c) On 13 July 2001, the Company had announced that it had entered into a Sale and Purchase Agreement (“ACE SPA”) with ASC, a 50.76% owned subsidiary, to dispose its entire 49% equity interest comprising 49,000,000 ordinary shares of RM1.00 each in ACE Synergy Insurance Berhad (“ACE”) to ASC for a cash consideration of RM71.0 million. 

Subsequently on 24 April 2002, the Company had announced that it had entered into a Supplemental Agreement with ASC to vary certain terms of the ACE SPA.

The Company had on 12 June 2002 obtained the approval from its stockholders for the above proposed disposal.

On 25 October 2002, the Company had announced that the Securities Commission (“SC”) had pursuant to ASC’s application reverted via its letter dated 23 October 2002 with its approval on the said disposal subject to the conditions, where applicable, as set out in note 20(f) below. The Company also announced that the Foreign Investment Committee (“FIC”) had via its letter dated 23 October 2002 stated that it has no objection to the said disposal subject to ACE meeting at least 30% Bumiputera equity interest and to reduce its foreign equity interest to not more than 51% before 31 December 2003. ASC had on 28 November 2002, made an application to the FIC seeking the necessary waivers on the two aforesaid conditions.   

On 2 December 2002, the Company had announced that it has agreed with ASC to a variation of payment terms of the proposed disposal via an exchange of letters dated 29 November 2002. 

On 13 January 2003, ASC had announced that FIC had via its letter dated 7 January 2003, which was received on 13 January 2003, stated that it has agreed to the waiver of the conditions set out in its letter of 23 October 2002.

On 15 January 2003, the Company had announced that with the fulfillment of the conditions precedent under the ACE SPA, the supplemental agreement entered into on 24 April 2002 and the letters exchanged on 29 November 2002 between the Company and ASC, the proposed disposal had been completed on that date.

(d) ASC had on 25 May 2001 and 28 May 2001 (amended announcement) announced that it proposed to return between 50 sen to 90 sen per share to its shareholders subject to the finalisation of further investment plans and the approval of its shareholders, the relevant authorities and the High Court of Malaya (where applicable).

Subsequently, on 19 March 2002, ASC announced details of the following proposals :-

(i)
Proposed return of 90 sen per ordinary share of RM1.00 each to its shareholders amounting to RM282,349,504 and the consolidation of ten (10) of the resulting ordinary shares of 10 sen each into one ordinary share of RM1.00 each (“Proposed Return of Capital”) ; and

(ii) Proposed bonus issue of 125, 488,668 new ordinary shares of RM1.00 each on the basis of four (4) new ordinary shares of RM1.00 each for each existing ordinary share of RM1.00 each held after the Proposed Return of Capital (“Proposed Bonus Issue”).

On 7 August 2002, ASC obtained the approval from its shareholders for the Proposed Return of Capital and Proposed Bonus Issue. 

On 25 October 2002, ASC announced that SC had via its letter dated 23 October 2002 approved the Proposed Return of Capital and Proposed Bonus Issue subject to the conditions, where applicable, as set out in note 20(f).

On 29 November 2002, ASC had announced that the High Court of Malaya had on 28 November 2002 sanctioned the Proposed Return of Capital.

On 31 December 2002, ASC had returned RM282,349,504 in cash to its shareholders pursuant to the Proposed Return of Capital and implemented the Proposed Bonus Issue of 125,488,668 new ordinary shares of RM1.00 each. The new ordinary shares arising from the bonus issue were listed and quoted on the Kuala Lumpur Stock Exchange (“KLSE”) on 9 January 2003.

Following the completion of the Proposed Return of Capital by ASC, the Company received a total of RM143.3 million in cash out of which RM90.46 million was utilised for the early redemption of the Company's Redeemable Loan Stocks ("RLS") and repurchase of Convertible Loan Stocks ("CLS") together with the interest accrued up to the dates on redemption and repurchase on 10 January 2003 and 13 February 2003. The Ringgit equivalent of the nominal value of RLS redeemed amounted to RM83.114 million out of a total of RM185.874 million in issue and the nominal value of the CLS repurchased amounted to RM0.699 million out of a total of RM183.461 million in issue.

(e) On 25 February 2002, ASC had made the requisite announcement pursuant to Practice Note No. 10/2001 in relation to Paragraph 8.16 of the Listing Requirements of the KLSE that it had entered into a Sale and Purchase Agreement (“KBES SPA”) with Mr Lau Chan Seng (the Guarantor) and six (6) other vendors to acquire the entire equity interest comprising 7,915,000 ordinary shares of RM1.00 each in Konsortium Bas Ekspres Semenanjung (M) Sdn Bhd (“KBES”) for a total cash consideration of RM65,389,000 (“Proposed Acquisition of KBES”).

On 6 May 2002, ASC had announced that it had entered into a supplemental agreement with the vendors of KBES to vary certain terms in the KBES SPA to deal with the situation highlighted in note 20(g) below.

On 7 August 2002, ASC obtained the approval from its shareholders for the Proposed Acquisition of  KBES.

On 26 August 2002, ASC announced that the period for fulfilment of the conditions precedent set out under the KBES SPA had expired on 22 August 2002 with certain conditions precedent set out in the KBES SPA not fulfilled. In this regard, ASC and the KBES Vendors had agreed via a letter dated 22 August 2002, to extend the period to fulfil the conditions precedent by a further three (3) months until 22 November 2002.

On 25 October 2002, ASC had announced that SC had via its letter dated 23 October 2002 approved the Proposed Acquisition of KBES subject to the conditions, where applicable, set out in note 20(f) below. ASC also announced that FIC had via its letter dated 23 October 2002 rejected the Proposed Acquisition of KBES without providing any reasons.

On 13 November 2002, ASC had announced that, upon full deliberation of the FIC’s decision, it had decided to rescind the Proposed Acquisition of KBES. Accordingly, ASC had instructed its solicitors to recover the deposit of RM6,538,000 paid to the stakeholder pursuant to the KBES SPA. The said deposit was refunded to ASC on 13 January 2003.

(f) The approval of the SC obtained by ASC for the Proposed Return of Capital, Proposed Bonus Issue, Proposed Acquisition of ACE and Proposed Acquisition of KBES is subject to the following conditions (where applicable):

(i)
The acquisition of KBES may only be implemented after resolving the issues in relation to the non-compliance with the obligation of income tax submissions with the Inland Revenue Board, on the condition that the penalty imposed on all the taxation obligation does not exceed RM2.242 million and the vendors of KBES shall compensate for all taxation obligations borne by ASC prior to the Acquisition of KBES;

(ii)
ASC is required to prepare a management succession plan;

(iii)
ASC is required to have a risk management plan and a policy to address the risk factors in relation to its Group’s business operations that may affect the operations of its Group;

(iv)
ASC is required to either liquidate or dispose of ASC Equities Sdn Bhd and ASC Credit Sdn Bhd within one (1) year from the date of the completion of the Proposed Acquisition of ACE and Proposed Acquisition of KBES;
 

(v)
The KBES Vendors are required to bear all taxation incurred by KBES until the date of the completion of the Proposed Acquisition of KBES;

(vi)
ASC is required to obtain the required approvals from the relevant authorities and comply with the conditions imposed, if any; and

(vii)
ASC is required to comply with all the requirements set out under the SC’s Policies and Guidelines on Issue/Offer of Securities in relation to the implementation of the above proposals.

ASC had accepted all the conditions imposed by the SC except for the condition to liquidate or dispose of ASC Equities Sdn Bhd and ASC Credit Sdn Bhd within one (1) year from the date of the completion of the Proposed Acquisition of ACE and Proposed Acquisition of KBES. ASC would appeal on that said condition in due course.

(g) On 19 March 2002, ASC had announced that it had entered into a Sale and Purchase Agreement (STC SPA) with Super Trans Capital Sdn Bhd (vendor) and Mr Lau Chan Seng (the Guarantor) to acquire the entire equity interest in Super Trans Corporation Sdn Bhd (“STC”) comprising 5,000,000 ordinary shares of RM1.00 each for a total cash consideration of RM21,604,000 (“Proposed Acquisition of STC”).

On 6 May 2002, ASC had announced that it had entered into a supplemental agreement with the vendor to vary certain terms in the STC SPA, inter alia, to suspend the Proposed Acquisition of STC pending resolution of the winding-up issue discovered in the due diligence exercise.

(h)
On 13 November 2003, ASC had announced that under Practice Note 10/2001 of the Listing Requirements of the KLSE (PN 10), ASC was required by the KLSE to comply with certain requirements including a level of operations that would be adequate to warrant continued trading and/or listing on the Official List. The Proposed Acquisition of KBES (as disclosed in note 20(e)) was intended to allow ASC to gain entry into the public bus transport services sector as its new core business.


Notwithstanding the termination of the Proposed Acquisition of KBES, ASC had commenced to implement its new core business by developing its own public bus transport services internally. On 22 July 2002, its two wholly-owned subsidiaries, namely Triton Express Sdn Bhd (formerly known as Adat Ria Sdn Bhd) and Triton Commuter Sdn Bhd (formerly known as Koleksi Setia Sdn Bhd) were granted 530 public vehicles commercial licences by Lembaga Pelesenan Kenderaan Perdagangan for the provision of express, intra-city and feeder bus services as follows:


  Type





No. of licences granted
Express – normal

Express – VIP

Intra – city 

Feeder 


100

  50

180

200

530




The management of ASC, based on its business plans, would utilise the licences granted gradually. The ASC Group had todate purchased 290 buses to be utilised for the provision of the various bus services to generate the necessary revenue to comply with the level of operations that would be adequate to warrant continued trading and/or listing on the Official List.


On 3 December 2002, ASC had announced that, the KLSE had via its letter dated 26 November 2002 confirmed that ASC was currently still an affected listed issuer pursuant to paragraph 2.1 of PN 10 due to its inadequate level of operations based on the quarterly results of the Company for the period ended 30 September 2002.


In view of the above, ASC had on 12 December 2002 written to the KLSE to seek for an extension of time of up to 30 September 2003, for ASC to regularise its level of operations in accordance with the provisions of PN 10.


On 14 January 2003, ASC had announced that the KLSE had via its letter dated 13 January 2003, approved the required extension of time of up to 30 September 2003, for ASC to regularise its level of operations in accordance with the provisions of PN 10.

21. Group borrowings

(i) Details of the borrowings by the Group are as follows :-


As At

As At


31.12.2002

31.12.2001


RM’000

RM’000






Short term  - secured
8,094

17,750

                                 - unsecured
2,634

7,121






Long term  - secured
398,099

399,410

                                 - unsecured
10,643

11,573


419,470

435,854

(ii) The Ringgit equivalent of Group borrowings denominated in foreign currencies are as follows :


As At

As At


31.12.2002

31.12.2001


RM’000

RM’000






US Dollars
123,603

123,603

Australian Dollars
25,962

28,065

Sterling Pounds
17,556

18,261

Singapore Dollars
317

-

22. Off balance sheet financial instruments

  The Group does not have any financial instruments with off balance sheet risk as at the date of this report.

23. Material litigation

The Company has received notice of a legal action taken by a stockholder who is disputing the basis of determining the entitlement to the Bonus Issue carried out by the Company in 1993. Although the final outcome of this matter is currently uncertain, the Directors are of the opinion that the legal suit has no merit and will not succeed.

24. Dividend

The Directors do not recommend the payment of any dividend for the financial year ended 31 December 2002.

25. Earnings per stock unit

The calculation of basic loss per stock unit for the three months ended 31 December 2002 is based on the Group's net loss for the financial period of RM59,922,000 divided by the number of stock units in issue during the period of 337,793,619.

26. Status of E-commerce activities

With the deferment in the launching of the t2texchange.com.my portal to the later part of year 2003 by iSynergy Sdn Bhd, a 51% owned subsidiary, there are no further development on this product.

BY ORDER OF THE BOARD

ADVANCE SYNERGY BERHAD

SNG NGIAP KOON

Company Secretary

Date: 28 February 2003
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